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FISCAL ANALYSIS 
 
Description 
 
This bill would exempt universities from Transaction Privilege Tax payments (TPT) and redirect those payments towards the 
construction of university capital projects for life-safety, building renewal, or deferred maintenance.    
 
Estimated Impact 
 
The bill is estimated to reduce General Fund TPT revenues by approximately $22.2 million in FY 2009.  The actual revenue 
loss would depend in part on the level of university construction activity and operating expenses.    
 
Analysis 
 
The bill would have the effect of redirecting university-related state TPT revenues from the General Fund back to the 
universities.  TPT generated from local revenues and Proposition 301 monies would not be affected.  The bill specifies that 
the university savings generated from TPT exemptions go towards university capital projects dealing with life-safety, 
building renewal, or deferred maintenance.   
 
For FY 2007, actual state TPT costs are reported at $9.3 million for Arizona State University (ASU) and $4.6 million for 
Northern Arizona University (NAU).  A corresponding cost for the University of Arizona (UA) is not yet available, but is 
estimated at $9.1 million (98% of the ASU amount) based on a comparison of total reported expenditures for the UA and 
ASU for FY 2007.  Under that assumption, it is estimated that the 3 universities together paid $23.0 million in TPT monies 
for FY 2007.  The estimated $23.0 million total includes an estimated $10.8 million from university capital projects and 
$12.2 million from operating expenditures based on data from ASU and NAU.  
 
Assuming $23.0 million in system-wide stat TPT costs for FY 2007, flat university operating expenses for FY 2009 and a 
(7%) decrease in construction activity for FY 2009 relative to FY 2007, it is estimated the universities would pay $22.2 
million in TPT costs in FY 2009.  The (7%) decline in construction activity in FY 2009 was estimated by comparing actual 
construction expenditures for the universities from FY 2006 to FY 2007.  While the universities did estimate they expected a 
decline in construction activity for FY 2009, they did not provide a percentage decrease.  The estimated $22.2 million reflects 
the total amount of revenue the General Fund would forego under the bill.  Of the total $22 million, approximately $8.8 
million would account for ASU, $8.2 million for UA, and $5.2 million for NAU assuming the same relative shares of TPT 
payments in FY 2009 as are estimated above for FY 2007.   
 
ASU & NAU have provided their own fiscal impact estimates for the bill.  ASU’s estimate is approximately $8.0 and NAU’s 
is approximately $3.5 million for FY 2009.    
 
One category of expenditures not factored in the above TPT estimates are university purchases for federally funded projects.  
Under the bill, TPT expenses must be redirected to capital projects.  These Federal Funds are earmarked for specific grant 
projects.  As such, these monies may not be used for other purposes. 
 
Local Government Impact 
 
Under the revenue sharing formula, the bill would result in a decrease of $2.2 million in TPT revenues distributed to cities 
and $3.6 million distributed to counties.   
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